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SUMMARY OF TESTIMONY OF JENNIFER CHAMBERLIN

My name is Jennifer Chamberlin. [ am Strategic Energy’s Manager of Regulatory
Affairs for the Western Region. Strategic Energy is an energy management company that
provides electric load aggregation and power supply coordination services. Strategic Energy is
licensed to provide retail electric service in 12 states and has more than 42,000 commercial and
industrial customers in states that have enacted retail choice, including Pennsylvania, Michigan,
Maryland, Ohio, New York, Massachusetts, Texas, and California—with many more states
expected to come online in the next few years. Strategic Energy manages or procures more than
$2 billion dollars of electricity and natural gas per year.

I am testifying in support of the Proposed Settlement document in Docket No E-01345A-
03-0437. Strategic Energy, jointly with Constellation NewEnergy sponsored the testimony of
Witness Mark Fulmer and participated extensively in the Settlement conferences. Mr. Fulmer’s
testimony stated that this rate case provides an opportunity to transition to a system that will
allow genuine customer choice and proposed that this transition be facilitated by 1) eliminating
the threat of “new” stranded costs, 2) ensuring that direct access customers are treated in a non-
discriminatory manner, and 3) implementing a market structure that would enable and encourage
customers who are able to benefit from participation in a power market to do so.

The Proposed Settlement, crafted through a collaboration of parties representing the
gamut of Arizona’s ratepayer interests, effectively addresses these and the other complex issues
raised in this case. We believe the proposals agreed upon resolve these issues in a manner that
serves the public interest.

Strategic's goal in participating in this case was to help foster a robust, competitive retail
and wholesale marketplace within Arizona. We believe that the collaborative process

undertaken to achieve the Proposed Settlement took into account the interests of each party and
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achieved a balanced result that is an excellent compromise for all parties involved and for the
ratepayers of Arizona. A number of elements of the Agreement respond to the proposals in Mr.
Fulmer’s testimony and tend to preserve the potential for retail competition in the APS service
territory:

1) Paragraph 8 requires APS to forgo any stranded cost claims associated with the PWEC
assets now and in the future.

2) Paragraph 15 adds West Phoenix CC-4 and West Phoenix CC-5 to the pool of “local
generation assets” defined by the AISA or successor protocol, which will allow generation from
these assets to be made available to serve direct access load during must-run conditions.

3) Section IX provides for APS to engage in a Competitive Power Procurement process.

4) Section XI provides that APS will not, prior to 2015, add self-built generation to its
system unless the Commission determines that the wholesale market is unable to efficiently meet
APS’s power needs.

5) Rate Design: A key component in fostering retail competition is providing customers
with an unbundled generation component that is adequate to allow a customer to shop for
alternative energy supply. The rate designs for commercial and industrial customers in the
Proposed Settlement (paragraph 119 and attached rate schedules) bring the generation
component of APS rates to a cost of service level and improve customers’ opportunity to take
advantage of competitive markets.

6) Transmission Cost Adjustor (TCA): The TCA described in Section XVI will help
ensure that customers have equivalent costs for electric transmission whether they are on

bundled utility service or taking Direct Access service.
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7) Demand Side Management (DSM): The Proposed Settlement calls for a significant
increase in DSM spending funded via base rates and adjustor mechanisms. Paragraph 53 ensures
that Direct Access customers will be allowed to benefit from the programs they are funding.

8) Planning: In Paragraph 81, the Proposed Settlement provides that in its planning, APS
will recognize the potential for direct access service.

In addition to the issues reflected in the Proposed Settlement, Mr. Fulmer’s testimony
also advocated that the Commission consider implementing a core/non-core market structure in
the APS service territory; the Proposed Settlement does not specifically address this proposal but
does preserve the option that direct access market issues such as our proposal be addressed in the
ECAG or similar forum. I believe that addressing market issues such as our proposal in a

statewide forum is appropriate.
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